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MEMORANDUM ON MEASURES FOR 
DEALING WITH THE BERLIN SITUATION 



i J 



1. Th« United States Government has given urgent and Intensive con- 
sideration to the manner In which the Soviet threat to the Western posi- 
tion in Berlin should be met. In this process, searching analysis has 
been undertaken of Soviet objectives and tactics, and of the resources, 
and the alternative means of employing them, available to the Western 
alliance for dealing with the situation they present. The United States 
las now reached certain conclusions as to the courses of action which it 
relieves should be followed. This memorandum Is Intended to describe 
>rief ly these conclusions and in so doing to serve as a basis for initial 
:onsultations among the four Western Powers on the subject. 

c 

2. The Soviet threat to the Western position In Berlin has existed 
In the same general form since 1958. The United States believes, however, 
that the West must assume for purposes of arriving at Its own policy that 
the USSR is in earnest in Its stated intention to sign a separate peace 
treaty this year with East Germany which will, In the Soviet view, bring 
to an end Allied rights in Berlin. 

3. The United States believes that in addition to the objectives in 
Central Europe which have led the USSR to pursue this course of action, a 
ley faptor in Soviet policy formulation is the belief that, In the end, 
Che Vest will not fight to defend its position in Berlin. 

In the view of the United States, therefore, Western pal icy^.shou id 
sonsf.st of rwn pr-in^^i r 1 ttffltt "1 1 » *— Ijjt- £l* £g dem onstration of Western 
letarml nation to defend the A I Lie d pos ltloiT ji i BerTTW'pir't n'e ~Tgs1rof war 



[ f_ necessary { , ana "TT^tnact ive d"lpj[oiinat lc program . Inclu ding "negotiations 



jTtWh e Soy le t Un Ion , des igned_tg ^..jrggfflpliier S^vlet^Aea'dershlp an a 1 ter- 
jatjve cSijrse pjL aotion which"do es not endanger vital Westepn Interests 
Ln Berli n ~~ 4 "' ' *' ' — ^— ■-■*•'- •**«* , ~""~ 

5. With respect to the first element, which might be characterized 

is the establishment of a more effective deterrent and capability for mili- 
ary action, th ekJIfl U/ KJ St-af » prnpeiM ma tn tw»g ln lm mn H«ir»1v_ m. iltrUi of 

leasuras to increase Its a rmed strength. These steps will be taken with 
toe regard to the dangers™6Fa' spreading arms race. We continue to stand 
•eady to negotiate on the reduction ind control of armaments. ' However, 
it this time, the greatest danger to peace is the failure to take the 
teasures outlined ln this memorandum. 

6. The United States, for these reasons, proposes to take as its 
irst steps measures which will initiate a long-run build-up of military 
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strength and 
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strength and which will not be of such a dramatic and emergency nature as 
to exacerbate the crisis. It intends, more specifically, to undertake: 

a. A request to the Congress, to be made on Wednesday, July 26, 
for a supplementary defense budget of three and tvo tenths billion dollars 
to Add to the approximately three billion dollar supplementary request al- 
ready made. This would provide the United States with progressively 
stronger forces in the months ahead, giving lt_a capability of moving an 
additional si x divisions to Euro pe at the e nd , of-Tthe year or at any time 
thereafter if our allied decision is that the situation warrants this. 
The United States would also have available supplementary units of tacti- 
cal and transport aircraft and increased naval strength especially in the 
field of anti-submarine warfare. Further, the United States is acting to 
Increase immediately by fifty per cent the number of its bomber aircraft 
on ground alert status. Attached to this memorandum is a paper setting 
forth this program in more detail, together with our thoughts on NATO-wide 
measures in this field. 



b. Substantial measures in the jield of civil defen 
construction, recruitment and training "of personnel, etc.). 
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7. In addition, the United States believes that the following pre- 
cautionary and planning efforts should be undertaken within the next few 
weeks : 

a. S trengthen the position of West Berlin to sustain an Inter- 
ruption of accHtss by reviewing and improving airlift procedures and the 
stockpile as necessary; 

b. R eview our Berlin conting ency planning In the light of the 
present situation; """ 

c. Complete A llied plans for use of a wide range of non-mili tary 
cojinkerjjfifljjuris , including economic sanctions, upon interruption of access 
to Berlin or earlier as a warning and deterrent. A paper on the subject 
of economic sanctions is attached. 

8. It will be of great Importance to obtain the maximum support of 
vorld public opinion for the Western position and policies. The United 
States has begun, therefore, and .proposes to expand in cooperation with 
its Allies, an active public Information pro gram on a world-wide scale to 
this end. A preliminary quadripartite paper based on propaganda themes 
•uggested by the British Government has already been agreed, and the at- 
tached paper Is intended as a further step In the development cf such a 
program. 
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The United 
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o The United States regards It as of the utmost importance that 
the re.oonse to the Soviet threat be a Joint undertaking on the part of 
the JSTLuience. The unity of the West in the face of Soviet aggran- 
disement in Cental Europe will in and of itself be a most pcwerfu fac- 
tor Z d«terr!ng the USS? from itsr present course of action. Th. United 
llltts ho~s therefore, that in all aspect, of this endeavor it will be 
loaned bTTts Aities, nthej^Uitarj^eJd^^ 
S^tes believe, \LjUlC^^^^*^^:^I^!^^^ b \ % 

gS£j££trh^^^ cost and 

H^lgS^^^ but believes that the Alliance must act 
"gor^sVto meet the present challenge. A clear «"l'l"'; .to bear 
increased burdens on the part of all our countries will be essential to 
convey to the Kremlin the needed impression of allied determ nation We 
.re prepared to join our allies urgently in working out a Joint military . 
JrogJam to this end. A Joint endeavor of this nature wil J "*»£• *£• 
Hofeat consultation at every step of the way, and suggestion, will be 
^de later in this memorandum for pursuing the initial stages of this 
consultation. ' . 

10 With respect to the second element of Western policy, an active j 
diplomatic program, the United States foresee, several possible courses \ 
of action! TheV shall be the subject of further intensive discussion 
L'l IT. but it might be well at this stage to ^icate in general '«« 
what the United States may wish to propose in more detail later. 

a. tt might be well at an early date forjig to have Informal 
and ouiet ta urvtttrth r-SoTm-lwd^ 
^S^S^TT^l position in term, of Allied military build-up and 
to take advantage of any opportunities which might appear to move oward. 
.ubsequent understanding on an arrangement which might be acceptable. 



b. Thereafter we might wish to explore opportunities for "•"•"> 
I nitlative. at an appropriate time. The timing o such in it a- 
pive. would depend on a number of factor., among them the "*•"£££ 
any particular time that the Soviet leadership may have b "" » uf " C J«" tly 
impressed by the Western deterrent efforts to be willing to settle for 
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solutions acceptable to us, 

11. The United States suggests that consultation begin at once, com- 
nencing vU the Ambassadorial Steering Group. This Group would presum- 
ibly wish to con.ider directive, to guide the "tivity °* Allied working 
iroup. in Washington on general aspect, of the *»•■"«• "^ auldrloar 
Uunt.rmeasure. 2nd p.ychological and propagandapjoblems^he quad ri par 
tite group on economic countsrmaa.ures^"""*"*"*"*"*"*"*"*"*"* ' 7 
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12. Following 






12. Following the Initial consultations of the Steering Group, the 
United States proposes consultations at a senior official level to take 
place In Paris for a week beginning July 28. This session would have the 
purpose of surveying and coordinating so far as possible the entire range 
of military, political, economic and psychological measures. 

13. There would then follow meetings of the Western Foreign Ministers 
in Pari* to review the state of preparations, settle outstanding problems 
•n4. issue directives for further work. 

14. After the Foreign Ministers meeting, it Is proposed that one or 
ai? of the Foreign Ministers make an interim report to NATO and seek other 
member countries' views on the state' of preparations. 

15. If necessary, the senior level group could presumably remain for 

a few days in Paris to carry out the instructions of the Foreign Ministers. 



Attachments : 



1. The Military Program. 

2. The Use of Economic Countermeasures in the Berlin Crisis. 

3. Information Program In Support of Berlin Policy. 
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WffQBMATlON PROGRAM IN SUPPORT OF BERLIN POLICY ■ 



It Is clearly daairable that an affacclva domaatic and ovarseea 

information progrea.be carried out in aupporc of the pollcieal, econopi' 
\ad military action* undartakan by tha United Stetaa and ita AUiee Ss 
ralatlon to. tha Berlin situation. It ahould be tha primery purpoae it 
luch a program to aducata public opinion in tha U.S. and overaaas 
concerning tha historical background of tha Berlin laaue, aa wall aa tha 
■natura and iaplicatione of tha Soviat thraat of unilateral action to 
change the atatua of the city. J 

In organizing. thie information progrem it ia contemplated that all 
appropriate U.S. public and private reaoureea will be utilised and that 
theae doaeetlc reaoureea will be augmented by facllltlai and reaoureea 
which will become available »» a result of coordination and cooperation 
with bur Allies. Action* to be taken under the program will be deeigned 
to reach both tha American audience and foreign target audiencee. They 
will include auch measurea aa the preparation and diatrlbutlon of 
information oatarlala on the Berlin queetion both' hare and abroad, 
periodic reporte to the nation by tha President and other key officials, 
briefing of rcpresentatlvsa of American information media and non- 
governmental organixatlone , B« d « ctlon ot radio and TV showa on varioua 
ti pacta of the Berlin aituation, coordination of the information 
ictiviciea of the U.S., Britain, France and Germany throughout tha 
•orld and en «ting the cooperation of the member countriea of NATO, ; 
SltATO, 'CENTO id OAS in auppbrt of the Western poaltlon on Berlin. 



Many, of a ectlona in tha lnf 
I continuing na r e while othera will 
| Political, economic and military fl 



nation program will be of a 
i dependent on actlona in tha 
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It la desirable that the measures undertaken by the United States 
and its allies in the political, economic and military fields designed 
to cope with tha developing, erieie over Berlin must ba supported by an 
adequate- public- information prolan. It ♦hould ba tha purpose («£ -this 
program to present In simple but forceful fashion tha basic historical 
facts relating, to tha Berlin situation - how tha United States, Britain 
and Prance caaa to ba In Berlin, what circumstances have neceasitated 
our continued presence in tha city and why it la vital to our own nation- 
al security and to tha security, of ths free world that wa defend our 
position la Berlin at all costs. With respect to targets our lnforma- 
-tion. program, muat ba dealgnad to reach four audlencee - the American- 
Public, public opinion. in those countries allied with ua In NATO, 
SEATO, CENTO, and OAS, tha governments and peoples of the so-called 
uncommitted countries, and tha people behind tha Iron Curtain. f 

With reference to the question of phasing. it is clear that*many 
courses of action to ba undertaken in the information field will pot 
be confined to one phase of tha crisis but will ba of a epntinuing 
nature. In other cases, tha dec i. ion aa to whether certain courses of 
action are to be .undertaken and tha timing of such action, will be 
dependant upon developmente which can not be foreaeen at this time. 
Such factors aa tha exchange of further communlcatlona between the 
West and tha Soviet Onion, tha presentation of naw proposals by 
aithar side, tha possible development of a Foreign Minis ters Conitrence 
Or a summit meeting will clearly affect tha nature and timing of v 
propaganda actions. With 'these consldsratlons In mind, tha followina 
schedule of actions is presented. 



t PHASB I 

Present to September 17 

During tha initial phase our primary task {rill ba to state tha 
••eential facts of tha Berlin issue and to explain in terms which the 
various target audlencee can understand tha nature of tha Soviet threat 
*nd its Implications for them and for world peace, Stress should be "' 
Placed on tha human aspects of tha Berlin situation without, of course, 
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dmtXMC.tlni.Zzcm. tha juridical basis of the Weetero caae. Va should also 
emphasise that th« threat Co Berlin la of Soviet manufacture. A suggested 
Hat of themes Co b« employed by Western spokesman and inf ormation'-medla 
_ la appended to .thla report. It .might b« no tad chat thaaa themes have 
already baan clrculatad to our missions In tha NATO countries and to our 
poata la Belgrade, Bern, Mot cow, Raw Delhi, Stockholm and Vienna. 

1. Background Pamphlet on Berlin 

A background pamphlet should be produced aattlng forth the baelc 
historical facta of the Berlin situation and presenting a well-reasoned 
explanation of Western policy on the Berlin laaua. ^ 

Thla publication should be widely dlatrlbutad to opinion-molding 

groups In the American community, such aa newspaper adltora and 
- pubilahere, radio and TV commentators, foreign policy aasoclatlona , world 
. affaire councils and -similer organizations interested in International, 
developments, key officials of the AFL-CIO, the principal religious « 
groups end other non-governmental organisations with which the Department 
of State maintains liaison. The pamphlet ahould alao be aent to el I J 
■embers of both housea of the Coograaa. (Action responsibility: State.) 

Aa. soon as the pamphlet la completed, 16 ahould be approprietely 
adapted and reproduced In foreign. language vers lone for selected 
distribution by US1A through its overeeae poata. It might be noted thet 
this was done in the caae of the paaphlet entitled, JJje Soviet Note on 
SarUa - ABLAS&llfil. ... 

(Steps to implement thla action are already underway. Kr. Erneat 
Lindley, now aaaignad to S/2 In Che Department of State, la preparing 
the flrat draft). 

2. Prepare^" 9* Future, Artless on Berlin, 

Efforta ahould be made to atiaulate tha publication of feature 
articles on various aapeeta of the Berlin laaua by both newapapere and .. 
perlodleele. (Action raaponsibllity: State, OSIA.) (Hota: Thla action 
haa already been initials*! by both agenclee.) ... 
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3. »~ r«n.4»«i *xh\ \- •r"'' v< "g*7 rB ' tai, i --• •■,:■',• 

: ,, v . '^.to expand tha public «peakingj>rograa 
tarfUtt pl««. «hould be ■*Vj° £*^ eh „ Sp*nd«d program- - • 
of the.Depart»ent of Scata. To. ***** t thm Speaking. arrangement. - ., 

con.ideretion .hould .to siy« " "^J^ ^n^ Foreign S.rric. 
Section of the Departaaot for *•****• °\™ u „ important part of , 

Sffic.t. oa.h— 1«~« ^",^^^0. obeaW for high-ranking, 
thi. .pxogra., M™^ #%*£££ *• Secretary, the Under Secret 
officer, of tba-D«partaant. Including, ** s .^ also b . ^de to. 

tba.Coaaaaiox-and.athar ton. official*--- «"* Department, iuch as 

Dr. Henry Ii..ingar and Dr. Bana Morgencneu 

.ccur.t.l,. l»^n..d «"?23L£2 STSStU SftL policy po.ltl« •» 

tl» B.rlln ,U.H«- (Mtlol "■PM.lblU ty. «»». 

i T -, T .,l.-M.l r-H-il ',? "■* "*"'"' • ■•!■•:• 

al«« wpwibiutji mat. b~«.) . , . 



6. Special Radio-TV Programing ._. 

.In support of. the President'e reporta to tha nation, a. carefully 
spaced series of redio-TV speeches should be scheduled by appropriate 
members of the Cabinet Including the Secretaries of Stat* and Defease 
end_Jth'e Diractor of USIA . 

Cooparation of tha major radio-TV natvorka should ba anliatad with; 
a via* to producing a aarlaa of network ■howi dealing with verioua 
aapacta of tha Berlin aituation. Thaaa praaentationa could include 
panel discussions end documentary filna. (Action reaponaibility: 
State, Defenae.) 

7. Instructions to United States Chiefs of Minion . _ _. .. 

Appropriate briefing material. ahou id be sent to the Chiefa of f 
United Statea Miiaiona overaeaa for the purpoee of providing the* wiHi 
the eaaehtlal facta relating to tha Berlin aituation and tha-baai.e eternal 
of 4 the Western position on Berlin. 



Mlaalon Chiefs should be lnatructed to approach appropriate cf-Jl'diala 
Of tha governments to which they are accredited with a view to exslaininj; 
td them the background of the Berlin problem, and, where appropriate, 
pointing up the nature and implication for their countriea of tha Soviet 
threat. 

Mission Chiefa should ba urged to exerclaa initiative in presenting 
tha Western point of view on Berlin developments In contact* with promi- 
nent individuala and groups 'in tha local community. In thin, connection, 
speech outline material should be provided which could be adapted for 
local use. (Action reaponaibility: State, USIA.) 

8. Provision of Beckeround Materia l 5° >«■*«" **•<**« •- 

United States Missions abroad should make available on a conttriuXnt 
basis, to. local information media and to opinion moldare (individual a and" 
organisations) appropriate information materials ^elating.tp fche b>rU» 
aituation. Such matarlela should include bocke, pamphlets, and other- 
publications, film atripa and documentary f lima. '■:" t J mt ^ 

(Action reaponaibility: USIA.) (Bote: Preparetionlof thaae materia** 
la already underway.) 
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EnlUtlm Sewoort of NATO A 111 a a 

Through oar feraanent lapresentative to the NATO Council we should 
Immediately aaeourage All member countries of the Alliance to drew upjon 
chair information aedla resources to promote tbo Western poaltlon on 
Berlin both domestically And, where appropriate, through thalr over* 



Arrangaaentj ihould be made within NATO for a continuing axchanga 
of iaforaatlon on tha psychological and propaganda aspecta~of tha Barlin 
altuatloa. NATO-vide on tha apoc coordination through NATO country 
diplomatic aiaalona in car tain kay capitala should alto ba, considered. 
(Actioa raaponalblllty:' .State,) 

10. - " Quadripartite Coordination of Information Activities 

An affort ahould ba aada to coordinate U.S., British, Franch, and 4 
Canaan Information actlYltiaa relating, to Barlin In ordar to aaauro thaf • 
aaslaua uaa of aval lab la reaouxcas and uniformity in propaganda themes 
.and traataant. Whila auch coordination ahould ba carried out principally 
'911 a government- to- government baala, coordination of the Information 
activities of the four powers in the field should also be encouraged. 
There will be cases in which, tha. Information activities of one of the 
four governments . in a. given area may. for historical or cultural rsaspns 
, prove more effective than that of "Eha- others . In other cases, the facili- 
ties and raaources of tha four may differ, thua making loiCal cooperation 
desirable. (Action responsibility: State, USIA.O 



11. 



Provision of Background Material to SEATO. CENTO, and OAS 



While for various reasons it may not ba practical to attempt coordin- 
ated ^information activities witbfn SEATO, CENTO and OAS on tha Berlin 
issue, atepa should be taken to make suitable background material on 
..tha Barlin problem available either through our representatives to thase \ 
regional organizations or through appropriate liaison arrangements. 
(Action responsibility: State, USIA.) 

12. 



. . Arrangements should ba aada to provide RFE~and Radio Liberty with 
adequate background aatarlal on the developing Berlin situation so that 
these stations will ba in a position to lend effective support to the 
Allied poaltlon in thalr broadcasts to the Soviet Onion and Santera 
.Europe. (Action responsibility: State.) 
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13 • Organisation af ! T lps t0 B«rHn 

, c« lo J Tl * v of «*»• <*•»<"». treble success of th« German program of 1958- 
1359 und.r which foreign Journalist, were brought to Mi! e. guest. 

■Lf? - J,° f Mt B#rll ° t0 ° bUln 4 «"'-*»« *»«U»e Into Jh. 

oarlln problem, it is rscommendcd that effort, be udt to r.tnstitute 
?„!,!*! f* *™ ln ch# i««di*co future. The Federal Republic has 
indicated it. willingness to finance such * program again but it may 
*• oacsssery to exert torn frisndly pressure to ensure the resumption 
or a visits program. K 

(Action rssponsibility: Stats, USIA.) 

l4# - $u M« sted Themes for Use by Vtitin. S pokesnen and Inforw^lan M.,u. 

iu^,, 1 *! f ? llovln 8 *• * Ust of •"ggwted them., relating to Germany and 
Berlin to be- employed by W..t.rn spokesmen and Information e*dST2 «- 
proprlate. in presenting the Western esse. Thi. list Is not lntsnded U 
£. %Xh ™" V% * nd lt iB •nticlpated that other theme, or variation, of 1 
themes will suggest themselves ss ths crisis develops. 1 



I., There i* no need for a B«rlln crisis: 
be artificial and made ln Russia. 



if one develops, it will 



- . ?\ * h V pp * r-nC reasonableness of Soviet proposals covers a 
!!J CU t ?* P 3f? t0 U * urp •" €ntl *l W««tem rights- snd to deprive two 
end a half million people of their. only effective guarantee for free- 

Vk- « 3 \ f" pr °P° ,ln « * "-called "free city" solution for Vs. t Berlin 
the Soviets are seeking to extend to Vest Berlin the control of the 
dictatorial Communist regime of East Cermany which is totally unrepre- 
..ntajivj of the 17 million people over wUch it hold, sway/ S £ue 
nature of thi. regime is clearly demonstrated by a study of the bloe- 
raphie. of the individuals who heed It. It. unrepresentative character 
1. demonstrated by the flight of over two and a half million of it. 
citizens since 1949. 

# »i^*« ?! *»•■*•*» assertion that Vest Berlin 1. par* of the. territory 
ot CDs D.D.R. i. quite untru.. They offer a Tree City of W Mt Bsrlih" 
*V eon««Mion»; in fact they ask u. to give up our absolute right, for 
a doubtful leaaehold with a built-in risk that this 1. a first step 
towards swallowing up Vest Berlin. 

' ' " 3. The Vest 




t . •• **• *•* certainly do not desire war, nor will there be war If 
tbe bjU situation I, U£ t «« it is. But we ere determined to take any 
Beceeaexy steps to safeguard our position. 

I. Tbe Soviats Justify their demand for the conclusion of sapa- 
MU peace treaties with the "two German States" by the alleged 

"VlllUrlsa" and "Aggressive Plans" of the Federal Republic. This is 
•■ eovious pretext since the Soviet Onion with its tremendous alii tary 
fjcential can not and does not feel menaced by the Federal Republic 
•joje d««nse forces are merely a component of the common NATO Defense 
system. The real aims of the Soviet demand are to perpetuate the divi- 
sion of Germany and to tighten its hold over Central and Eastern Europe 
in-order to consolidate their besis for further advances Into Western 

7 » B€r f in »*/ •«*» • remote European problem, but Mr., Khrushchev 
H.pjaying with fire. If he persists he may bring us close to nuclear l 
war. This will affect ell the peoples of the world. It Is Important / 
therefore that they realize cleerly what are the Isftaes involved end | 
leave Mr. Khrushchtv in no doubt of their feelings. 

4 f; Th *-f° V » €t P° sltlon ln Cermany can be depicted in terms of im- 
perialism. The West is striving for the self-determination of all 
Germans which the Russians have constantly frustrated. - ' 
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Estimated Impact of Vester-3 .— 

Economic Sanctions Again st the Sino-Soviet Bloc 



C J 



The Problem 



The problem Is to estimate the likely impact of a'tat.T .->,' 

t ~* , S i°o-Sovie,t Bloc countries ad a vhole, or 

b. The USSR and It* European Satellites, or 

c. East Germany 

Strategic Aspects of the Bloc Economic 
Th. pri-ry objective of economic ictmtj « thTdnSoSnt .t 

quantities natural rubber, .copper and certain agricultural products. 

sr^srsu" s^.r d c.^; f 5 ci*rr^ 2.^ r° 

•MUtytTp.* i-Portlng roughly up to th. Umlt of It. 
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Because of the highly diversified resource base of the Sino-Soviet 
Bloc economies, considered in the aggregate, and their generally advanced 
state of industrialization, the economic effects of a trade and transport 
embargo vould he minimal in the long run. However, the short-run 
disruption vould he significant, particularly to the attainment of some 
key industry goals of the USSR's current Seven- Year Plan (1959-65). 
Additionally, the chronic'"food deficit of the European Satellites is 
currently compounded by the food shortage of Communist China, so that 
the loss of planned imports of Free World grain would have some 
additional disruptive effects within the Bloc. 

Estimated Impact of a Unilateral Embargo by the United States 

The United States already maintains a complete embargo on trade 
vith Communist China, and also a higher level of restrictions on 
exports to the European Bloc than do the Western European countries. 
Other U.S. measures which restrict trade with the USSR are the denial 
of Most- Favored- Nation tariff treatment and the provisions of the 
Johnson and Battle Acts which prohibit governmental and private loans. 
For these reasons, the volume of U.S. trade with the Communist world 
is small and non-strategic in nature. 

Total exports of the United States to the Communist Bloc j 
amounted to only $193-^ millions in i960. Of this total, $1^3.1 . I 
millions, consisting primarily of grain and raw cotton, went to: .Poland. 
The comparatively large volume of shipments to Poland is a reflection 
of our policy to assist that nation in maintaining the measures of 
freedom and independence from Soviet domination thus far achieved. An 
embargo on either the Sino-Soviet Bloc or the USSR and its European 
Satellites would, of. course, cut off these agricultural products to 

• Poland. This would decrease Poland's freedom of negotiation with the 
USSR, but would not impose any serious problems on the Bloc as a whole 

. as long as other Free World suppliers remain available. 

U.S. exports to East Germany amounted to $3.9 millions in i960, 
of vbich almost two thirds were steel, largely sheet. This is less 
than one per cent of East Germany's steel consumption, and apart from 
some administrative inconvenience In adjusting suppliers, no economic 
effects could be expected from embargo. 

U.S. exports to the USSR amounted to about $39 millions in i960, 
*nd were composed largely of textile machinery and steel products. The 
denial of textile and other civilian machinery in such limited quantities 
vould have little economic ^effect on the USSR because virtually identical - 
equipment is available in Western Europe. The steel products going' to 
«• USSR are, it is believed, not for strategic purposes but for the 
Production of civilian goods. U.S. steel accounts for about 5 P«r cent 
of such Soviet imports from KATO countries, and is not a significant 
•edition to total USSR availabilities. 
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L ,+ <~«d toact gf_a.HAIO (*Lus Ja.arQ 
| Jlllii Mi LL Mi l 'IT «' — *"*»« Kae Countries 



Under generous essumpticas ^,^^-^^^2^^ 
^countries Ci-^^^rL^^loS %Se denial of the $700 
•^ugh embargo would * ^* ^SJ USSR, the $1-2 billion 
£Slon of imports c ^~f^£^ s ^d the $500 million currently 
Noting into the European »* e ^*" lmned iate decline in output in 
££g imported by China would cause an imme M or about a 

the Bloc aa a whole and most of the low *- following the 

£nths growth, ™^%a RecoSzS the alternatives which actually 
position of the embargo. J^Jg'SSt, in part, denied imports of 
tSd he open to the Bloc, the fact that^ ^ Q . NAI0 coun tries such 
£il, machinery, etc. ^^^ ^^cognizing the PO^ihilities 
M Sweden, Austria, ^ d J^ t2 "t^« the actual loss expected would be 
' ^f/^rms/X ^o™n wouldle felt by the European Bloc 

"^it present levels the seaborneforeign trade of^he Sino ; Soviet 
" mo c if nearly 100 ^Sr^'SSS.- l2 position of econolc 
■ 'noves on Western, primarily NATO "nipping allowing the Bloc (to 

' .SSlon. would reduce this volume -"Jj*^ reduced total- To 
carry, on its own vessels, over 6 perc e deadveig ht tons of 

carry the remainder would require aho «* non-NATO sources. 

: ah^ing which the *%°£<Z^"J^ r u represented by the 
• The most readily available non naxu snip* "| Finland, and 

;. Samp fleets of ^^, Uberia, Hondur as ^ ^ ^ ^ d 

- hT/mt!; tSr^chSerfng'the^ million *T which it would need. 

|v-"' 1^ Chinese Case^ 

I" mere are no ^tTinl^^^ 

^countries into Communist Ch£na that cannot p^ ^^ lBport8> 

' the Soviet Bloc or other Free rforld coun affected by an 

grain and. chemical f« rtlliM "'^ted in by A^tralia and Japan. In 
^ Sargo by th. HAIO P°~» '^g^. ? So successive bad harvests, 
. order partially to overcome the •"£™ * ^io,, tons of grain 
. China has contracted *V^f ™* ^tralia during 19°1. In recent 
(primarily wheat) from Canada and ^^/^KAIO countries ha. 
IT .^i'SSL? ^.iSE or about onWourt* of total 
domestic supplies. 
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rr Chinese trade with NATO, Australia, and Japan were terminated, 
, ^Sly"hat either the grain cr chemical fertilizer Imports 
14 JI holloed by imports from the Soviet Bloc. It would not be 
coU ld be £f J^^piace the bulk of these grain and fertilizer 
^'S'dScSy from Shir countries in the Free World, and any 

- sr is o 1 ^ - -r^-^-ofi^ ss srss 

^'f/wneaf J7& nt^avaflaci; for export and carryover va. 

.upply of Y^^ons china could substitute rice import* from 
'• ° nly ° M ^Sir cowries for perhaps a quarter of the planned Imports 

^eaf from Can da -rAu'raaia/althcugh it would be -"difficult 

Jor^ln. S obtain the same favorable credit terms for rice that now 

apply to its purchase of wheat. 

The loss of grain Imports and fertilizers would compound already 
«*< e 2 food shortages, although probably the regime would impose 

..verTratloniS £ich would provide adequately for the party, the 
• £ll£ry establishment and the industrial laoor force. 

.- The Soviet Bloc Case 



I (he 



&£ 



If economic sanctions are levied only ■*» lM %^. 0SS **"* e .- 
•■■ * - ^-r^iitt.s leaving China free to carry on foreign commerce, 

European Sa *«^" ^^d above ls obviously lessened by the 
,^ the aggregate impact e3t±™t*A ano • econo L. Aa for the impact 

& S°S"fanS e s ^ Ihe^^afdlhr^ropeS Satellite,, it would 
ji- of the sanctions *s«" u f sanctlon9 against the entire 

fe. «min .bout tb. ^ " ^.^'.ufbmty of V««rn wtota to tb. 
SS;.. llo^o.ao^.r-r, tt« . f.lrlyloo«-run MW to tb. 
USSR and the European Satellites. 

_ . + rtf . , n .nhaxBO would fall unevenly on individual sectors 

.r^i"^n*S^.^t 1 i r4 l ^out r.cour.. to „ort. fro. 
" IATO countries. 

SfS.iLlc.l li.du.try, for nil «d »«r "^^^Lo.* 



^At^c^yff^ 



a „n '•'-Id eauisceat, particularly large 
electronics industries, an ^^J^ ae priority expansion or 
diameter pipe for oil an. gas tran postu lates substantial imports 
the chemical and P« tw *S<c^nr^£r P^Ltlc. and synthetic fiber 
of chemical equipment, P^^T J technology and inadequate _ 

SSSSiSnTcSS^- £ --- ^ in * buildins ladustr7 ' 

^ans for modernizing and proving ^^^.n^^Vf' 
an essential element of the over *r^- "™ effect a saving in domestic 
tenant shipping ^"J^^^^S growth in consumer goods 
plant expenditures. S jf ^i^^K-hcLv as a priority objective 
production, only recently r8 J te ~*^^S~tantial imports of textile 
of the current Plan, is based in part on s extensive domestic 

^^J^'ri2JS l a B S^SS"^ P^ding up-to-date plants and 
installations - 

"»* of the import requirements f -^^^^^^00! For 
vOl be satisfied, as in the ^^^^^sectors, however, imports 
the fulfillment of plans f^r certain inau vlt hout imports of 

from MATO countries are significant. *° countries (such imports have 
chemical equipment and ^^^^S^Z^ 9 ) prospect, for fulfills at 
increased more than ten f °" *^ , ;^ c ^. y £ h .tic fibers and synthetic 
of planned output in fertilizers, ££££ ^ admitted that imports from 
rubber, are doubtful. Khrushche J MmjIT *£ U>K> ^ We8t Germanyj 

capitalist countries, primarily iron the u ^ ^ a for the 

vould provide the USSR with J^S^J^iSSt wasting'time oa creation 
construction of new chemical enterprises 'J n#v tvDe3 of equipment.'* In 
StfE. «* "altering of the product 1°*?^^ Jg£ ttt ^l Soviet Bloc 
iTliflX) denial of cert ain kinds ^^ s ^Ser source, of supply) 
(and in spite of the diversion o ; «J^ t ^ duct mix of equipment for che 
vould impede production J^^^ause of the technical problems 
^ST^SSS'- SS2 equipment, plant and technology- 

Similarly, while imports of rolled steel g- ^JTSSt^ 
.upplemeated domestic P™*" ctl0 VtotslTvlet ^ (a larger 8ha re of 
guttle more than 2 P",??^.^ goals for crude and rolled steel 
Satellite supply) ud overall ^"J*^ | or ,p. cl fic steel shapes, 
.x* not contingent on imports from ^ f g^t SU ppiy. 

aovevr, imports are a ^nsiderab^ larg« snar requirements 

Completion of the ambitious Soviet J**^**^ 6 n Soviet Elbe * 
Jor large diameter pipe ^t?ttlf tS. lS vSl face deficits in the 
.teel producers. It is l^J.^^EJJ through 19°3 and possibly . 
production of large *!«»*«. £gjj fofvSchlhe Bloc will have to 

is*i?w» if it ts Mt to ^ 

dalay in its pipeline program. ,. 
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The disruptive effects of a NATO extargo on food exports to the 
Soviet Bloc could be minimal, vere It not for the large requireaents of 
Communist China. The USSR continues to be a large overall net exporter 
of grain, with the chronically food-deficit Satellites accounting for • 
about three-quarters of the principal agricultural commodities exported 
by the USSR. With the exclusion of China, a NATO denial of grain 
exports to Eastern Europe (NATO exports of grain to the USSR, almost 
exclusively from Cane da, are relatively small and destined largely for 
its more remote far -east regions) could be compensated by a diversion 
of Soviet grain shipments from NATO countries to Eastern Europe. In 
the two-year period 1959-60, the Soviet net export position in grain 
to the NATO area was approximately equal to the Satellite net deficit 
position with the same area. Again excluding Chinese requirements, the 
diversion of Soviet grain shipments to Eastern Europe, and Satellite 
food exports from Western to Bloc recipients, coupled with increased 
purchases of sugar, rice, tropical fruits and vegetables and other 
foodstuffs Trom underdeveloped areas, could do much to mitigate the 
disruptive effects of NATO sanctions. 

The Impact of the denial of NATO shipping to the USSR and the 
European Satellites In similar to that estimated for the entire Sino- 
Soviet Bloc except that the amount of shipping which the Bloc would 
have to charger from ncn-NATO countries would only be about 1.5 million 
DWT. This amount would be readily available among the tramp fleets of 
non-NATO countries. 



The embargo would be expected to have no Impact on the Soviet 
military program. Some redirection of Investment activity would be 
expected In order to compensate for the loss of capital goods imports 
from the NATO countries . The effect would probably be focused mainly 
in the Soviet consumer goods industries, and perhaps housing as 
resources were diverted to maintain the Soviet military program and to 
•upply the Industrial material nesds of the Satellites. Depending 
upon the degree of dislocation that stems from the readjustment process 
and the extent to which the USSR fills Satellite needs, the overall 
impact upon Soviet economic growth would range from negligible to a 
very small decline. It is probable that the Soviet consumer would 
bear the brunt of any such decline. 

The East German Case 

Despite East German official announcements suggesting the 
contrary, only a very marginal reduction in current dependence on 
imports from NATO countries as a whole has been affected by means of 
changes in East German economic plans and foreign trade arrangements 
since the latter part of i960. The East German regime apparently has 
been forced to adopt a policy of only gradual reduction in the range 
of commodities for which the East German economy Is entirely or mainly 



defeat oa mo oouatrtes. c ^"« "fJ'iSSy ««^'" 
d.peadeoo. oa l«tort. °t,"yX c^atrl.. would un Had to »*• 

^tot Of the loss from u embargo. . 

^.ier» g =^3~«z £S as ss£ * 

Emrtine. to the East .Germea eeooomy f- "*™ ^ sa «maiw slgolf lcaat 
£"££ aloe. 1U.0-- depo^ao. oa WWJ^ continue, to 

ISsUatlallir lar 8 «r share of the most^mp^ ^ ^ 

SJS^'S'JSJ^UcSSii JSU- for *ol. — - 
metallurgical plants). 

It la dou^trul tut other Jf^^T^ «■ JP^ 
•• (Austria, Sweden, and Switzerland) wull *ejox ^ Ge i 

' ftne amounts and types adequate ^%^ eS . The necessity Jo , 
2.d. now covered ^-f^^^^would add significantly to 

rtt^yrr^^p-ie.. 

Eas t Germany, t^*^*?*^^ 
economic losses In the event of a "J*™"^* ^^ economy during 
vas estimated that the total loss to the tas^ wQuld perhaps 

£1 JCit six months following a ge«^ ^ f * 500 Dillon, 

mlure to receive ^^^/^S of approximately 10^° 
end materials could result in • *££ A cut of 10 percent in steel . 
Bast German supplies of finished •*•£ ln the out put of the 

•SEli- could result in a proport lonj^J ^^ n an annual hasis. 
engineering industries, a co st of J w^ bottlene clc items might 
fte cost resulting from the loss or o w q/ the rena inder or 

Urease this amount to* ^f^^onal loss in the value of 
East German imports might « rea ^ 
«£uton the order of $100 million. , 




, onlr a general order of magnitude 
These estimates represe^nl/ 8 ^ ^ Ger3&Q . 

achieved. 
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Total 

Food, Beverage* , 
Tobacco, Fata and 011a 

£^ Crude \ erlals, inedible 
except Fuels 

Mineral Fuels, Lubricants 
and Related Materials 



- 



NATO (Including Japan) Trade with Slno-Sovlet Bloc, 1959 
(Millions of U.S. dollars) 



Per-' 
Bloc cent 



European Per- 
Bloc cent 



NATO Exports 



1,67U;0 100.0 1.327-0 100^0 1^080,0 
250.: 13."» 250.0 16 A 198.0 
197.5 10.5 177 -A 



Chemicals 

Manufactured Goods 

Of Which - Iron- and 
Steel 

Machinery and Transport 
Equipment 

Other Merchandise and 
Miscellaneous Transactions 



30.1* 
2U3.I 
739.6 



10.5 

1.6 
13.0 
39-5 



30.1 
1U2.6 
5^3.5 



11.6 

2.0 
9-3 
35.6 



(393.9) (21.0) (306.8) (20.1) 

393.O 21.0 366.2 2k.O 

I9.7 1.1 16.9 I- 1 



13^-0 

30.1 
119.8 
359 A 



European Per- 

Satellltes cent 



Per- 
cent 



100.0 

18.3 

12A 

2.8 
11.1 
33-3 



(190.0) (17.6) 

226.1 20.9 

12.7 1.2 



M»7.Q 
51-9 
•♦3.9 

22.8 
loU.l 

(U6.9) 

ll»0.1 

U.2 



100.0 
11.6 

9.8 

5.1 
1»1.2 

(26.1) 

31.3 
0.9 



HAIO (incluai.* *».) Tr.d« ,1th Slno-Sovlet Bloc, 1«9 (cootloued) 
(Millions of U.S. dollars) 



Total 
Pood, Beverages, 



Of Which - Wheat 

Crude Materials, Inedible 

except FueJLs 
i 
Mineral Fuels, Lubricants 

and Belated Materials 

Of Which - Coal 

Petroleum 

Chemicals 

• Manufactured Goods 

Machinery and Transport 
Equipment 

Other Merchandise and 
Miscellaneous Transactions 



Per- . 
cent 



European Per- European 

B?oc cent- Satellite. cent 



Per- 
cent 



r 


1.981.0 


100.0 


1.735.4 


100.0 


ll9 2 M 


d Oils 


l*Q«4.7 


C5.0 


«*32-9 


24.9 


316.9 


t 


(61.4) 


(h.l) 


(81.4) 


(n.7i 


v'^-r; 



518.1 26.2 



1*02. 4 



23.2 



121.8 



355.5 


17^9 


344.6 


19-9 


180.6 


(149-4) 


(7.5) 


(139.0) 


(8.0) 


(97.6) 


(204.9) 


(10.3) 


(204.5) 


(11.8) 


(81.8) 


118.5 


6.0 


110.5 


6.4 


78.5 


375-6 


19.O 


333-7 


19.2 


226.3 


98.I 


4.9 


98.IT—- 


5.6 


88.1 


is 20.7 


1.0 


13.2 


0.8 


11.5 



LOQ.O - 711.6 100 -0 

31.0 jlC.o »'••*. 

U.9 280.6 39-4 



17.6 


164.1 


23.1 


(9.5) 

(8.0) 


(41.4) 
(122.7) 


(5-85 
(17.2) 


7-7 


31.9 


U ' 5 


22.1 


107. 4 


15-1 


6.6 


9.9 


1.4 


1.1 


1.8 


0.2 









^SSooSlSlnnipIa) »o»rt« to 81no-8ovl«t bloc - Jwuuy -September 19^0 1/ 
(Million* of U.S. dollars) 



Per- European Per- European Per- Per- Communist Per- 

Bloc cent Bloc cent Satellites cent USSR cent Far East cent 



Food, Beverages, ,. 
Tobacco, Fata & 011b 209-9. 12 



1,697 .k 100.0 l.te>-3 100.0 667.3 100 5^6.8 loo. 283.1 100 .0 

209.3 15 171.1 20 38.2 7 0.6. 0.2 



Crude Materials, Ined- 
ible, Including Fuels l$kA H 



Chenlcals 

Manufactured Ooods 

Of Which - Iron 
and, Steel 



191.6 U 

695.7 ** 



170. k 13 

133.7 :S 
529-0 31 



99.9 12 70.5 13 2^.0 9 

96.5 U. 37-2 7 57-9 20 

315.3 36 213.7 39 166.6 59 



Machinery and 
Transport Equipment 386*. 7 23 

Other fc Miscellaneous 
Transactions 



(1*3.1) (25) (337.5) <*) (1B1A) (21) (156.0) (28) (85.7) (30) 

35U.U 25 171.3 20 I83.I 33 32. U 11 

19.1 1 17.6 1 13A 1 h.2 1 1.5 0.5 



1/ Data for Japan are x'cr /etc- -„3r- 

NOTE: Figures nay not add to totals because of rounding. | ^ 

SOURCES OEEC Statistical Bulletin, Scries C. January-September i960. Foreign Trade of Japan i960. 



